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Nicaragua and the European Union (EU) have resolved disagreements that erupted in early July
when President Arnoldo Aleman shut down the office administering a US$10 million, EU-financed
housing project called Provivienda. The disagreement centered on income requirements for
purchasers of the low-cost houses and how buyers were to be selected.
In 1995, Nicaragua and the EU signed an agreement by which the EU would construct 500 low-cost
houses in the Managua barrio of San Sebastian. The houses were intended for purchase by police
and health and education workers who met the family-income qualification of at least US$250 per
month. Another 500 less-expensive houses are to be built in Ciudad Sandino west of the city.

Aleman wants 14 houses for supporters
A scandal arose in July when local media reported Aleman had recommended that 14 of the San
Sebastian houses go to supporters whose incomes were less than the minimum requirement.
Aleman said the EU requirement was set too high for the intended buyers. A local newspaper also
reported that Leopoldo Navarro, president of Aleman's governing Partido Liberal Constitucionalista
(PLC), asked that party members also receive Provivienda houses.
Mauricio Montealegre, director of the Banco de la Vivienda de Nicaragua (BAVINIC), accused
Provivienda directors of misinforming EU officials about the income requirements for the targeted
homebuyers. He claimed the agreement set the minimum family income at between US$66 and
US$222 per month. A Provivienda spokesperson said that requirement would be too low to permit
families to pay the US$67 per month mortgage.
To the president's critics, the issue was not so much the income requirement as the president's
insistence on reserving 14 of the first houses completed for supporters, instead of leaving the
selection process in the hands of the Provivienda credit committee. EU Ambassador Kent Degerfelt
said he did not accept Aleman's list of recommended buyers. "I think a member of his personal
security escort is among the 14 beneficiaries," he said. Another issue in the controversy involves the
San Sebastian building site.
The project site is located in Managua's historical center near where a new presidential palace and
other government buildings are being built. The press has suggested there is speculation involved
because the government building program has pushed up the value of adjacent land including the
Provivienda site.
Part of the administration's objections to the Provivienda project is the present high value of the
land, which, by the 1995 agreement, Nicaragua donated for Provivienda, enabling buyers to pay an
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artificially low price for their houses. Montealegre said one reason for shutting down the housing
project was that "if we sell the land to the private sector or to other state institutions...we could build
the 500 houses in another sector of Managua with the funds obtained." He said the administration
wanted to build houses for workers with low incomes, and "to donate this expensive and beautiful
land for the benefit of middle-income families makes no sense."
When the EU refused to accept applications from Aleman's list of 14, the president closed the
Provivienda project office and suspended the program, alleging that the EU had unilaterally raised
the minimum income requirement from US$222 to US$250 per month. Defending the closure,
Vice President Enrique Bolanos said, "In any civilized country, supposing that the president says
although this isn't the case give me one, two, 10, 20 houses, to hand out to people he chooses," the
EU should have the "courtesy" of doing it.
However, the EU position was that the houses should be assigned by the Provivienda credit
committee to people able to make the monthly payments. The purpose of the project was to "foment
a spirit of savings...the culture of payments, of responsibility, to involve the people in the process of
social and economic development," said Degerfelt. Emphasizing that the project was not a handout,
Degerfelt said the EU hoped that, sometime in the near future, Nicaraguans "won't need us." He
added, "We hope that in a few years we can leave the country, and Nicaraguans will be able to take
care of themselves."
Degerfelt told Notimex that the entire project was in jeopardy because of the closing. He complained
that the Provivienda staff was prevented from entering the office to collect personal item. Officials
of the European Commission called the situation "very serious." With the possibility that the EU
would pull out of the project and with future EU aid threatened, Aleman backtracked. He said the
whole affair was a misunderstanding about a technical problem and that the Provivienda office had
only been closed for fumigation. He also criticized the Nicaraguan press for a lack of patriotism and
called on reporters to "help the country" in the serious crisis with the EU.
At an Aug. 3 meeting in Managua, the two sides agreed to settle their differences by turning the
matter of distribution over to the credit committee. The Aleman administration agreed that the
credit committee, composed of representatives from Nicaragua and the EU, would make the
decisions on how the houses are distributed, and the EU supported a recommendation to the credit
committee that the income requirement be reduced from US$250 per month to US$200. Degerfelt
said the credit committee would examine the 14 applications recommended by Aleman along with
some 600 others. "There won't be any preferential treatment," he said. [Sources: Agence FrancePresse, 07/29/99; El Nuevo Diario (Nicaragua), 08/01/99; La Prensa (Nicaragua), 07/24/99, 07/30/99,
08/02/99; Notimex, 07/23/99, 07/28/99, 07/29/99, 08/03/99]
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